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Welfare and Inequality
Yaari approach (1987, 1988) YSWF is given by:
Yaari shows that presents aversion to inequality if and only if ϕ is concave
If µ is the mean income of the distribution and L(p) its Lorenz curve, the YSWF can be expressed as a social welfare function associated to a linear measure of inequality: 
Only the properties of its preference distribution matter Depends on the properties of its preference distribution and on the shape of the income distribution
Order statistics
Order statistics. Definition Let be a sample of size n, from a distribution F(.) , and dene the order statistics in the ascending order by,
The variable that assigns the value at position k-th to each sample.
Distribution function of ,
The mean values of the order statistics
From the mean of the order statistics:
If the distribution has a finite mean, the existence of the first moment of any order statistic is assured. It is important for those distributions, such as heavy-tailed income distributions, for which only a few potential moments exist, and therefore no characterization in terms of (ordinary) moments is feasible. It is interesting to analyze whether the distribution can be characterized by the moments of the order statistics. Recurrence relation between the first moments of order statistics (David, 1981) ,
Let X be a random variable with finite mean and k(n) a positive integer, 1≤k(n) ≤n , the distribution F(.) is uniquely determined by the sequence
Order statistics
Welfare functions and inequality measures generated through mean values of order statistics.
Order statistics Distribution F. Preference F.
SWF Inequality measures
First order statistics and generalized Gini coefficients.
Can be interpreted as distribution of preferences if we take random samples of size n, n≥2, from the income distribution and the welfare associated to each sample is identified with the minimum income, the mean value that is obtained when considering all possible samples of the given size is the welfare that the underlying SWF assigns to the generalized Gini coefficient of parameter n, As a consequence of Proposition 2, we can ensure that any distribution is characterized by the succession of SWFs any F(.) is characterized by the sequence of the generalized absolute Gini coefficients ( )
General case
The distribution function of the order statistics are increasing, but not necessarily concave over the whole range SWFs and indices of inequality that would not meet the PDPT. However, if for fixed sample size n, we calculate consecutively the arithmetic mean of the functions we obtain a sequence of functions which have an appropriate behavior to be considered distributions of social preferences. 
As a consequence, If the level of welfare assigned to any sample of n incomes from F(.) is identified with the mean of their k lower incomes, the welfare of the population is the expectation of those values when considering all possible samples of size n.
Inequality measures:
The welfare loss due to inequality is measured by the corresponding absolute indices: Therefore, is an unbiased estimator of .
Particular cases
For k=1 we get the Generalized Gini For k= n-1 we get the family of indices proposed by Aaberge (2000) .
For k=n, the SWF shows no aversion to inequality. It identifies the welfare of each income distribution with its average income, and the associated inequality index is zero for any distribution. This does not imply the absence of inequality, but that both the SWF and its corresponding index are indifferent to inequality.
Some additional policy considerations
The distribution of preferences reduce their concavity
Given n When k increases
The SWFs show less aversion to inequality, from the corresponding to the Generalized Gini until indiference
The associated inequality measures assign less weight to the inequality corresponding to low incomes and greater weight to the inequality corresponding to high incomes
Some additional policy considerations
The Genelralized Gini indices and the indices of the family proposed by Aaberge (2000) weight local inequality through monotonic functions along the distribution so that the greater weight is assigned to one of its ends. However, the weights for the Lorenz differences for the indices of the family, , 1<k<n-1 are not monotonic. This allows for measures with different attitudes in assessing inequality and welfare, as they pay more attention to different parts of the distribution. Some additional policy considerations
